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forth in §§ 405.1819 through 405.1833 of
this chapter.

[50 FR 1346, Jan. 10, 1985, as amended at 58
FR 38080, July 15, 1993; 60 FR 46232, Sept. 6,
1995]

§ 417.596 Establishment of a benefit
stabilization fund.

(a) General. If an HMO or CMP is re-
quired to provide its Medicare enroll-
ees with additional benefits as de-
scribed in § 417.592, the organization
may request that HCFA withhold a
part of its monthly per capita payment
in a benefit stabilization fund. The
fund will be used to prevent excessive
fluctuation in the provision of those
additional benefits in subsequent con-
tract periods.

(b) Notification to HCFA. An HMO’s or
CMP’s request to have monies withheld
in a benefit stabilization fund must be
made when the HMO or CMP notifies
HCFA under § 417.592(d) of its ACR and
its APCRP in preparation for its next
contract period.

(c) Limitations on the amounts with-
held—(1) Limit per contract period. Ex-
cept as provided in paragraph (c)(3) of
this section, HCFA does not withhold
in a benefit stabilization fund more
than 15 percent of the difference be-
tween an HMO’s or CMP’s ACR and its
ACPRP for a given contract period.

(2) Cumulative limit. If HCFA has es-
tablished a benefit stabilization fund
for an HMO or CMP, it does not ap-
prove a request for withholding made
by that HMO or CMP for a subsequent
contract period that would cause the
total value of the benefit stabilization
fund to exceed 25 percent of the dif-
ference between the HMO’s or CMP’s
ACR and the average of its per capita
rates of payment for that subsequent
contract period.

(3) Exception. HCFA may grant an ex-
ception to the limit described in para-
graph (c)(1) of this section if an HMO or
CMP can demonstrate to HCFA’s satis-
faction that the value of the additional
benefits it provides to its Medicare en-
rollees fluctuates substantially in ex-
cess of 15 percent from one contract pe-
riod to another.

(d) Financial management of benefit
stabilization funds. (1) The amounts
withheld by HCFA to establish and
maintain a benefit stabilization fund

are in the custody of the Federal
Health Insurance Trust Fund and the
Federal Supplementary Medical Insur-
ance Trust Fund.

(2) The amounts withheld in a benefit
stabilization fund are accounted for by
HCFA in accounts in which interest
does not accrue to the HMO or CMP.

[50 FR 1346, Jan. 10, 1985; 50 FR 20570, May 17,
1985, as amended by 56 FR 46571, Sept. 13,
1991; 58 FR 38083, July 15, 1993; 60 FR 46233,
Sept. 6, 1995]

§ 417.597 Withdrawal from a benefit
stabilization fund.

(a) Notification to HCFA. An HMO’s or
CMP’s request to make a withdrawal
from its benefit stabilization fund for
use during a contract period must be
made when the HMO or CMP notifies
HCFA of its ACR and its ACPRP for
that contract period. In making its re-
quest, the HMO or CMP must—

(1) Indicate how it intends to use the
withdrawn amounts;

(2) Justify the need for the with-
drawal in terms of stabilizing the addi-
tional benefits it provides to Medicare
enrollees;

(3) Document the HMO’s or CMP’s ex-
perience with fluctuations of revenue
requirements relative to the additional
benefits it provides to Medicare enroll-
ees; and

(4) Document its experience during
the contract period previous to the one
for which it requests withdrawal to en-
sure that the HMO or CMP will not be
using the withdrawn amounts to refi-
nance losses suffered during that pre-
vious contract period.

(b) Criteria for HCFA approval. HCFA
approves a request for a withdrawal
from a benefit stabilization fund for
use during the next contract period
only if—

(1) The HMO’s or CMP’s average of
its per capita rates of payment for the
next contract period is less than that
of the previous contract period;

(2) The HMO’s or CMP’s ACR for the
next contract period is significantly
higher than that of the previous con-
tract period; or

(3) The HMO’s or CMP’s revenue re-
quirements for the next contract pe-
riod for providing the additional bene-
fits it provided during the previous
contract period is significantly higher
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